§§1773.22-1773.29
§§1773.22-1773.29 [Reserved]

Subpart D—RUS Reporting
Requirements

§1773.30 General.

(a) The CPA must prepare the fol-
lowing (examples of which are set forth
in RUS Bulletin 1773-1):

(1) An auditor’s report;

(2) A report on compliance and on in-
ternal control over financial reporting;
and

(3) A management letter.

(b) The CPA should deliver the audi-
tor’s report, report on compliance and
on internal control over financial re-
porting, and management letter (with
copies as required in §1773.20) to the
borrower as soon as possible after com-
pletion of the audit but not more than
90 days after the as of audit date.

[66 FR 63360, Dec. 3, 1991, as amended at 63
FR 38723, July 17, 1998; 66 FR 27835, 27836,
May 21, 2001]

§1773.31 Auditor’s report.

The CPA must prepare a written re-
port on comparative balance sheets,
statements of revenue and patronage
capital (or income and retained earn-
ings, depending upon the structure of
the borrower) and statements of cash
flows. This report must be signed by
the CPA, cover all statements pre-
sented, and refer to the separate report
on compliance and on internal control
over financial reporting issued in con-
junction with the auditor’s report. The
auditor’s report should also state that
the report on compliance and on inter-
nal control over financial reporting is
an integral part of a GAGAS audit, and
in considering the results of the audit,
this report should be read along with
the auditor’s report on the financial
statements.

[66 FR 27836, May 21, 2001]

§1773.32 Report on compliance and on
internal control over financial re-
porting.

As required by GAGAS, the CPA
must prepare a written report describ-
ing the auditors testing of compliance
with applicable laws, regulations, con-
tracts, and grants, and on internal con-
trol over financial reporting and
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present the results of those tests. This
report must be signed by the CPA and
must include, as a minimum:

(a) The scope of the CPA’s testing of
compliance with laws and regulations
and internal control over financial re-
porting including whether or not the
tests performed provided sufficient evi-
dence to support an opinion on compli-
ance or internal control over financial
reporting and whether the CPA is pro-
viding such opinions;

(b) If conditions believed to be mate-
rial weaknesses considered to be re-
portable conditions are disclosed, the
report should identify the material
weaknesses that have come to the
CPA’s attention;

(¢) If no reportable instances of non-
compliance and no reportable condi-
tions were found, the CPA must issue a
report as illustrated in RUS Bulletin
1773-1.

(d) If material instances of non-com-
pliance and reportable conditions are
identified, the CPA must issue a report
as illustrated in RUS Bulletin 1773-1.

(e) Other nonmaterial instances of
noncompliance should not be disclosed
in the report on compliance and on in-
ternal control over financial reporting,
but should be reported in a separate
communication to the board of direc-
tors, preferably in writing. All such
communications must be documented
in the workpapers and submitted to
RUS in compliance with §1773.21.

(f) If the CPA has issued a separate
letter detailing immaterial instances
of noncompliance, the report on com-
pliance and on internal control over fi-
nancial reporting must be modified to
include a statement such as:

We noted certain immaterial instances of
noncompliance, which we have reported to
the management of (borrower’s name) in a
separate letter dated (month, day, year).

(g) If the CPA has issued a separate
letter to management to communicate
other matters involving the design and
operation of the internal control over
financial reporting, the report on com-
pliance and on internal control over fi-
nancial reporting must be modified to
include a statement such as:

However, we noted other matters involving
the internal control over financial reporting
that we have reported to the management of
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